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Introduction andSummary

In order to promote competition in all telecommunicationsmarketsand,in particular,to
curtailattempts by incumbent carriers to burden their existing andpotential competitors through
hidden subsidies, Congress, in the Telecommunications Act of 1996 (“1996 Act” or “Act”),
expresslydirectedtheCommissionto makeimplicit subsidiesexplicit andto establish
competitively neutral funding mechanisms for those explicit subsidies. Although the
CommissionhasrepeatedlyrecognizedtheAct’s explicit subsidyandcompetitiveneutrality
requirements, the Commission’s December 2001 number pooling cost recovery decision plainly
violates both congressional directives. Specifically, after accepting three rounds of comments
andissuingtwo extensive orders in the Number Resource Optimization (“NRO”) docket -- each
ofwhichmadeclearthattheCommissionintendedto adhereto its existingpolicieson cost
recovery -- theCommission abruptly changed direction andheldthatincumbentlocalexchange
carriers(“ILECs”) mayrecovertheircostsof implementingthousands-block number pooling
throughaccesschargesimposedon interexchangecarriers(“IXCs”).

Thedecisionto embednumberpoolingcostsin accesschargesis particularlytroubling,
notonly because it contravenes the Act’s intent to removeconcealedsubsidies,butbecauseit
directlyviolates Congress’smandatethatcostsberecoveredin a competitivelyneutralmanner.
Ratherthanrequireeachcarrierto bearits own costs-- which wouldbe themostequitableand
efficient recovery mechanism -- theCommission’sdecision allowsILECs to impose much of
theburdenof theirpooling costs on IXCs. It is ironic thatwhile JXCs do notrequirenew
telephonenumbers,ILECs (with theirmultiple telephonenumbersto servefacsimilemachines
andInternetaccess),wirelesscarriers(manyof which areILEC affiliates),andcompetitivelocal
exchangecarriers(“CLECs”) -- the driversof telephonenumberexhaust-- will not be required
to bearanyofthecostsof ILEC poolingimplementation.

Thispolicy reversalplacesunjustifiedburdenson IXCs at atime whenlongdistance
carriersare facing significant market pressures.Of all sectorsofthetelecommunications
industry,IXCs arein perhapstheworstpositionto absorbnewregulatorycosts;in fact, theywill
notbeableto do so. Rather,theircustomerswill be forced-- disproportionately-- to bearthe
costs of ILEC pooling. This is particularly troubling given thatoneof theIXCs’ main
competitors, wireless all-distance“one rate”programs,aremateriallyadvantagedby the
Commission’scurrentcostrecoverymechanismbecausewirelesscarriersdo notpayaccess
charges.Although theCommissionmaybeconcernedaboutthe increasingnumberor sizeof
end user surcharges to cover the costs of federal programs, the answer is not to shift thosecosts
surreptitiously to long distance customers. Whether recovery is accomplished through access
charges or line items, ultimatelytelecommunicationsconsumerswill pay for numberpooling.
Thequestionis whetherit is lawful to requireoneclassofconsumerto paysuchasignificant
portionof thepricetagthroughimplicit, discriminatorysubsidies.

Althoughtherecoverymechanismis acleardeparturefrom theAct’s mandate,the
CommissionadoptedapresumptionagainstILEC recoveryfor thousands-blocknumberpooling.
Thispresumptionmayhaveledmanyto believetherewould little to no poolingcostrecovery
sincetheILECs wereawardedwell in excessof threebillion dollarsforthecloselyrelated
implementationof local numberportability (“LNP”). Therecord plainly showsthattheILECs
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understandthedisproportionateburdentheCommission’scurrentcostrecoverymechanism
places on their competitors, andhavesoughtto takefull advantageof thesituation. Indeed,only
threeoftheILECs havefiled poolingtariffs to date,but theycollectivelyseekrecoveryfor costs
exceedingaquarterof abillion dollars Clearly, theCommission’shopethatanyattempted
ILEC costrecoveryfornumberpoolingwouldbedeminimushas been turnedon its head.

Moreover,it appearsthattheILECs havedecidedthattheCommission’scleardirections
on which costsareeligible forrecoveryaremerelyinformalsuggestionsthatmayormaynotbe
followed Even undertheabbreviatedtimeframepermittedundertheCommission’srulesfor
tariff review, it is evident to AT&T thattheILECsexpectto recoverfrom JXCsmillions of
dollarsfor costsalreadyimposedon theirown customersfor LNP, andamyriadof costs
explicitly disallowed by the Commission Similarly, theILECshaveseeminglyignoredthe
Commission’srequirementthattheytakeintoaccountthecostsavings(in termsof avoidedor
delayedareacoderelief andexpansionof theNorthAmericanNumberingPlan(“NANP”)) that
they will enjoy through pooling

In sum,theCommissionshouldrethinkits decisionto allow ILECs to recovernumber
pooling subsidies in access charges, as well as reject all ILEC tariffs that fail to meet the
Commission’sexplicit requirementsfor costrecovery.
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PoolingCostsShouldNotBe Recoveredin AccessCharges.

The Commission’s decision to. allow ILECs to recoverpoolingcoststhroughaccess
chargesis patentlyunlawful, anticompetitive,andrunscounterto everythingtheCommission
andCongresshavebeentrying to accomplishsincethepassageof the 1996Act.

CostRecoveryViaAccessChargesConstitutesUnlawfulImplicit Subsidies.

As theUnitedStatesCourtof Appealsfor theFifth Circuit hasheldnot once,but three
times,“the plain languageof §254(e)doesnotpermit the[Commission]to maintainanyimplicit
subsidies.”1’Congressanticipatedthat all accesschargesandratestructureswould be freeof
hidden subsidies: “To the extent possible, the confereesintendthatany supportmechanisms
continuedorcreatedundernewsection254shouldbeexplicit ratherthanimplicit asmany
support mechanisms are today.”~

The Commission has repeatedly endorsed the 1996 Act’s prohibition on implicit
subsidies.3’ Forexample,in the universal service context, theCommissionhasacknowledged
thatit mustidentify implicit supportandremoveit from interstateaccesscharges.4’Indeed,

TexasOfficeofPublic Utility Counselv. FCC, 183 F.3d393, 425 (5th Cir. 1999)
(emphasis in original); seealso COMSATCorp. v. FCC, 250 F.3d931,938(5thCir. 2001);
AlencoComm.v. FCC, 201 F.3d608, 623 (5thCir. 2000).
2/ S. REP.No. 104-230, at 131(1995);seealsoid. at 30 (“In establishingcompetitively

neutraluniversalservicesupportmechanismstheCommitteeexpectsthat, consistentwith the
requirementto preserveandadvanceuniversalservice,theFCCandtheJointBoardwill
considermechanismsthatmakeimplicit subsidiesmoreexplicit from accesscharges.”);id. at 30
(“[I]n implementing any such costallocationmechanism,theFCCandtheJointBoardshallseek
to insure that such allocation is explicit and applied in a competitivelyneutralmanner.”).

SeeAccessChargeReform,PriceCap PeiformanceReviewfor LocalExchange
Carriers,Low-VolumeLong-DistanceUsers,Federal-StateJointBoardon UniversalService,15
FCCRcd 12962,¶~J[185-232(2000).

SeeAccessChargeReform,PriceCap PeiformanceReviewfor LocalExchange
Carriers, TransportRateStructureandPricing, EndUser CommonLine Charges,12 FCCRcd
15982,¶1J[ 5-8 (1997),aff’dsubnom.,SouthwesternBell v. FCC, 153 F.3d523 (8thCir. 1998);
seealsoMulti-AssociationGroup(MAG)Planfor RegulationofInterstateServicesofNon-Price
CapIncumbentLocalExchangeCarriersandInterexchangeCarriers, Federal-StateJointBoard
on UniversalService,AccessChargeReformfor IncumbentLocal ExchangeCarriersSubjectto
Rate-of-ReturnRegulation,PrescribingtheAuthorizedRateofReturnfor InterstateServicesof
LocalExchangeCarriers, 16 FCCRcd 19613,¶9[ 8, 138 (2001)(concludingthatleavingthe
removalofimplicit supportto thediscretionof individualcarriersis neitherconsistentwith the
mandateof the 1996Act norjustifiedfrom apublic policy standpoint);Developinga Unjfled
Intercarrier CompensationRegime,16 FCCRcd9610,¶ 32 (2001)(“Congressin the 1996Act
directed[the] Commissionandthe statesto reformuniversalservice,andin particular,to
eliminate implicit subsidies containedin accesschargesandinsteadmakeall universalservice
supportexplicit.”).
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ChairmanPowellhasemphasizedon manyoccasionsthat theCommissionhasastrong
“commitmentto reforminguniversalserviceto make[access]subsidiesmoreexplicit and
portable,”5’andthattheagency“mustnotquaverin [its] resolveto makethatwhich is implicit
explicit.”6’

The statutory prohibition on implicit subsidies extends to all contribution requirements.
Thus, in creating a cost recovery mechanism for LNP -- acongressionalmandatethat formsthe
technicalbasisfor numberpooling-- theCommissiondeterminedthatrecoverythroughaccess
chargeswouldbeentirely inappropriate‘~~‘TheCommission’sdecisionto allow numberpooling
costrecoverythroughaccesschargessimplycannotbereconciledwith theplain statutory
languageor theCommission’sownprior decisions.

CostRecoveryViaAccessChargesIs NotCompetitivelyNeutral.

Recoveringpoolingcoststhroughaccesschargesalsoviolatesthecompetitiveneutrality
requirementsestablishedin Section251(e)(2) of theAct Section251(e)(2) expresslyrequires
numberingadministrationcoststo be“borneby all telecommunicationscarrierson a
competitively neutral basis.”8’ In contrast to that express command,thecurrentsystem-- andthe
ILECs’ proposedtariffs -- place hundreds of millions of dollarsin poolingcostson only one
segmentof theindustry -- theIXCs

Until last December,the Commissionappearedto acceptthepremisethatpoolingcosts
did not belong in access charges. In fact, in theFirst NROOrder, theCommissiondetermined
thatif it wereto establish a pooling cost recovery mechanism for ILECs, themechanismshould
adhereto thestandardsit previouslyestablishedfor LNP.9’ In theLNPproceeding,the
Commissionsquarelyrejectedtheuseof accesschargesto recoverlocalnumberportability
costs,andsuggestedthat doingsowouldnotbecompetitivelyneutral.10” Moreover,virtually
everycommenterin theNRO proceedingsthatopinedon this issueagreedthatthemarket
conditionsandreasoningthatledto theCommission’sconclusionin theLNP contextwerefully

Low-VolumeLong-DistanceUsers,SeparateStatementof CommissionerPowell, 15
FCCRcd 6298(1999).
6/ Federal-StateJointBoardon UniversalService,StatementofCommissionerPowell, 14

FCCRcd 20432(1999);seealsoFederal-StateJointBoardon UniversalService,Separate
StatementofCommissionerPowell, 14 FCCRcd 8078(1999)(statingthateliminatingsupport
from accesschargeshas“someimportantmerits”).

SeeTelephoneNumberPortability, 13 FCCRcd 11701,¶ 135 (1998)(“LWP Order”).
8/ 47 U.S.C. § 251(e)(2).

SeeNumberingResourceOptimization,15 FCCRcd7574,¶ 193 (2000)(“First NRO
Order”).
10/ SeeLNP Order,¶ 135 (“Because number portability is notanaccess-relatedserviceand

IXCs will incurtheirowncostsforthequeryingoflong-distancecalls,wewill not allowLECs
to recoverlong-termnumberportability costsin interstateaccesscharges.Norwould it likely be
competitivelyneutralto do so.”).
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applicabletothoüsandsblockpoolingcostrecovery.’1’ EventheILECs argued(andcontinueto
argue)thatit makes no senseto placepoolingcostsin accesscharges.~

Thecurrentcostrecoveryschemeimposesasubstantialcompetitivedisadvantageon
1XCs relativeto othercamers,suchaswirelesscamersandtheILECs themselvesPlacing
pooling costs in access charges forces long distance carriers, like AT&T, which arealsoCLECs
to “pay twice,” first, by coveringtheirownpoolingexpensesand,second,by absorbinga
substantialportionofILECs’ costs In addition,theCommissionhasacknowledgedthat
traditional wirelineIXCs andwirelesscarriersincreasinglycompetefor thesamecustomers,and
that the growth of wireless carriers“appears to be causing a significant migration of interstate
telecommunications revenues from wireline to mobile wireless providers ~ TheILECs’
ownership interest in the wireless carriers makes this particularly troubling, because the ]LECs
benefit from potentialincreasesin wirelesssubscnbershipthatwouldbedrivenin partby the
increasedcostsplaceduponIXCs by theirown costrecoverymechanisms~ Permittingthe
ILECs to shift the burdenof theirpoolingimplementationcostsontotheircompetitors’ long
distancecustomerswould causesubstantialmarketdistortions,in directviolationof theAct
Moreover,a systemthatpermitsILECsto earnsupracompetitiveprofits onbottleneckfacilities
would bedirectly contraryto theCommission’softenstatedgoalof reducingaccesschargesto
cost.’5’ Thecostrecoveryschemeadoptedin theThirdNROOrderis theantithesisof
competitiveneutrality-- andthusviolatesSection251(e)(2)

~“ Seeid., ¶ 39 (“If theCommissionensuredthecompetitiveneutralityof only the
distributionof costs,carrierscouldeffectivelyundothiscompetitivelyneutraldistributionby
recoveringfrom othercarriers.For example,an incumbentLECcouldredistributeits number
portability coststo othercarriersby seekingto recoverthemin increasedaccesschargesto
IXCs “)

12/ See,e.g.,QwestCorp. v. FCC, No. 02-1127, Qwest Corp. Statement of Issues To Be

RaisedonAppeal(D C Cir, filed May 16, 2002)(statingthat “it wasarbitraryandcapricious
for theFCCto prohibitQwestandotherincumbentLECs from recoveringthroughanend-user
surchargetheircostsofimplementingnumberpooling”); CommentsofBellSouthonSecond
NROFNPRM,CC DocketNo. 99-200,at 29 (filed Feb. 14, 2001);Commentsof SBCon
SecondNROFNPRM,CC DocketNo.99-200,at27 (filed Feb. 14, 2001);Commentsof Sprint
on SecondNROFNPRM,CC DocketNo.99-200,at 19 (filed Feb. 14, 2001); Commentsof
Verizon on Second NROFNPRM,CC DocketNo. 99-200,at 6 (filed Feb. 14, 2001).

13/ Federal-StateJointBoardon UniversalService,17 FCCRcd 3752, ¶ 11(2002)
14/ SeeReutersCompanyNews,SBCbundlingwireline, Cingularwirelessservice(May 30,

2002), availableat http://biz.yahoo.com/rc/020530/telecoms_sbc cingular 1 .html.
~ SeeAccessChargeReform;PriceCapPerformanceReviewfor LocalExchange

Carriers; Low-VolumeLong-DistanceUsers;Federal-StateJointBoardon UniversalService,
15 FCCRcd 12962,¶ 75 (2000);seealsoTexasOfficeofPub. Util. Counsel,et al. v. FCC, 183
F.3d393,425 (5thCir. 1999)(holdingILECs’ “flow through”ofuniversalservicecontributions
to IXCs via higher interstate access chargesviolatesthestatutoryprohibitionon implicit
subsidies in Section 254).
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While the long distance industry today is ill equipped to handle further attacks on its
competitiveandeconomicpositions,ultimatelyit is long distanceconsumersthatwill feel the
impact of theCommission’sdecisionto permitcostrecoverthroughaccesscharges.As
discussedbelow, the enormous costs ILECs seek to recover through their pooling tariffs simply
cannotbeabsorbedasacostofdoingbusiness.Theywill haveto bepassedon to customersin
theform of higherrates. At a timewhenIXCs arestrugglingto keeptheirexistingcustomers
happythroughrock-bottomrates,it makesno sensewhatsoeverto imposetheburdenof bearing
ILEC numberpoolingcostson IXCs andtheircustomers.Thisunlawful decisionis badfor
competition,badfor consumers,andbadforthepublic interest. It shouldbe reversed.

AddingPoolingCoststothe ExistingLNP Line Item Is Far More Consistentwith the
Act’sExplicit SubsidyandCompetitiveNeutralityRequirements.

In light of the perverse incentives caused by regulatorily established costrecovery
regimes,AT&T haslong advocatedthat all carriers,includingILECs, shouldberequiredto bear
their own camer-specific costs AT&T continues to believethat thiswouldbethemost
competitivelyneutralandefficient approachtowardpoolingcostrecovery. If theCommissionis
not inclined to forgo a formal recovery mechanismfor ILEC poolingcosts,however,AT&T
proposes that the Commission allow ILECs to recover their costs through a modest addition to
theLNP line itemon theirenduserbills

AlthoughtheCommissionis appropriatelyconcernedwith thecreationof yet another
surchargeonconsumers,it fails to recognizethatconsumersaregoing to payfor ILEC pooling--

albeit indirectly -- even through an accesschargerecoverymechanism.Unlike accesscharge
recovery,whichhasthepotentialto requireanoticeablehike in long distancerates,however,the
additionofnumberpoolingcoststo theLNP line item shouldnot increasetheendusercharge•~
sigmficantly Indeed,theILECs’ own estimatesshowedthatthecostsof number~oolingwould
only addpenniespermonthto thesurchargealreadyimposedon ILEC customers6/ Although
AT&T believesthatILECs shouldberequiredto beartheirown poolingimplementationcosts,
allowing themto increasetheLNP line item is far moreequitableto competingcarriersand
wouldhaveamuchsmallerimpactonconsumersthanusingaccesschargesasapointof
recovery.

TheCommissionShouldRejecttheILECs’ Pooling CostRecoveryTariffs.

Evenif cost recovery through access charges could, in theory, be reconciled with the
statute,theparticularaccesschargetariffs thattheILECs havefiled areplainly unjustand
unreasonable.TheCommission’spublic interestobligationsrequireit to reviewthoroughlyany
mechanism under which carrierspropose to foist suchenormouscostsononesegmentof the
telecommunicationsindustry-- and ultimately their customers. This is especially the case given
thatreviewofthetariffs filed by theILECs to datedemonstratesthattheyareseeking to recover

16/ See,e.g.,CommentsofBell Atlantic on NRONPRM, CC Docket99-200,at 33-34(filed

July30, 1999)(urgingtheCommissionto allow it to recoverpoolingcosts“by increasingits
existingnumberportability surchargeby thefive centsthatits expectswouldbenecessaryto
recover[those]costs”).
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costs far in exCess of those eligible under the Commission’s directives. The tariffs plainly do not
satisfytheCommission’sthree-parttest because they seekrecoveryofcostsassociatedwith
numberingadministrationfunctions,LNP,andnetworkupgrades,whichalreadyhavebeenpaid
for by consumersorwerenot incurredbecauseofpoolingimplementation NorhavetheILECs
acknowledgedthatpoolingdeploymentultimatelywill savethemmoneyby reducingtheneed
for areacodereliefanddelayingthereplacementoftheexistingNANP

TheILECs~Pooling TariffsSeekTo RecovçrCostsRadicallyin
Excessofthe FigureAnticipatedby the Commissionor Other Carriers.

WhentheCommissionconcludedlastDecemberthatinclusionof poolingcostsin access
chargeswouldbecompetitivelyneutral, it indicatedthat it believedthat the“extraordinary”costs
of implementing thousands-blocknumberpooling, if any,wouldbeminimal In particular,the
Commissionstatedthat “manyof thecostsassociatedwith thousands-blocknumberpoolingare
ordinarycostsfor which no additionalorspecialrecoveryis appropriate”7’Moreover,the
Commission repeatedly asserted that it expected that implementation ofpoolingwould resultin
an overall decreasein costsfortheILECs 18/ Forthesereasons, the Commission expressly
limited recovery of number pooling costs to extraordinary implementation costs andspecified
that carriers seeking an exogenous adjustment must overcome a rebuttablepresumptionthatno
recovery beyond that already in rates is justified 19/

In their recent tariff filings, the ILECspurportto adhereto theCommission’s
instructions,yet theircostrecoveryproposalsplainly demonstrateotherwise.To date,only three
ofthemajorpricecapILECshavefiledtariffs seekingan exogenousadjustmentforpooling
implementationcosts-- BellSouth,Qwest,andSprint. Theadjustmentstheyseek,however,are
enormous:BellSouth’stariff includesa$64 million increase,Qwest’s$120million, andSprint’s
$80million Thesethreeproposedadjustmentsalreadyexceeda quarterof abillion dollars,and
extrapolatedto theentireindustry,exogenousadjustmentsfor poolingcostscouldsurpassahalf
billion dollars,morethanhalfof which is to berecoveredthroughswitchedaccessrates
Moreover,thesignificantvariationamongtheILECs’ costclaimsis in itself groundsfor
skepticism,astheCommissionfoundin theLNP context20’

ThehugedisparitybetweentheCommission’sstated expectations andthetariffs filed
thus far, aswell asthedisparitiesamongtheILECsthemselves,shouldleadtheCommissionto
questionwhetherthesecostsmaylegitimatelyberecoveredandto investigatecarefullythose

17/ ThirdNROOrder, ¶ 25.
18/ Seeid., ¶ 40 (“[u]nlike othermandatesof theCommission,thousands-blocknumber

pooling may reduce network costs”); seealso id. ¶ 25. Thatis why theCommissionestablished
a“rebuttablepresumptionthatno additionalrecovery is justified.” Id. ¶ 39 (emphasis added).

19/ Seeid., ¶ 39.
20/ In an orderon theILECs’ LNP tariffs, theCommissionfoundthatfactthatU S WEST’s

LNP costclaimsweresomuchhigherthanthoseof theotherILECs wasgroundsto suspectU S
WESThadinflatedits claims. SeeLong-TermNumberPortability TariffFilings, US West,
Communications,Inc., 14 FCCRcd 11983, ‘fJ[ 7, 9,21(1999).
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tariffsalreadyfiled by BellSouth, Qwést, andSprint,aswell asthose tariffs thatmaybe filedin
thefuture. As theCommissionrecognizes,its requirementsfor therecoveryofnumberpooling
costsplaceahigh burdenon carriers.~~Thatburdenhasnotbeenmet.

TheILECsAreAttemptingTo RecoverCostsFar Beyondthose
RightfullyAttributableto NumberPooling.

Althoughgrosslyexcessive,theILEC costclaimsfor numberpoolingarehardly
surprising. TheLNP proceedingswererepletewith examplesoftheILECs’ attemptsto recover
expensesthatdid not satisfytheConmiission’srequirements.TheILECs repeatedlyfiled
deficientLNP tariffs andforcedboth theCommissionstaffandaffectedpartiesto combthrough
extensivefilings timeandagainto root oututterlyuntenablecostclaims. Ultimately, the
Commissiondisallowedroughly$900million in costsclaimedin ILEC LNP tariffs.22/ The
poolingcostrecoverytariffs filed to datesuggestthatthereis everyreasonto believethatthe
Commission’scriteria-- althoughplainly spelledout in theNRO orders-- areagainbeing
ignored.

Startingwith thecoststudiesfiled bytheILECs in responseto theCommission’s
requestsfor informationin theNROproceeding,theCommissionhasrecognized“that some
carriersmayhaveincludedcoststhat areinappropriate underthetestfor extraordinary
recovery.”23’ Importantly, the Commission noted that some of the cost items in thestudieswere
verysimilar to thecostclaims rejected in theLNP proceedings.24”Thedeficienciesin these
filings led theCommissionto providecarrierswith detailedguidanceonexactlywhichpooling
costsarerecoverableandwhich arenot. Nevertheless,theILECs havefiled numberpooling
tariffs seekingto recovermillions of dollarsof expensesthatdonotcomecloseto satisfyingthe
Commission’scriteria.25’ Indeed,havingfailedto passmusterwith its first tariff, BellSouth
quickly filed asecond,but madevirtually no effort to correctmostof theproblemsofthe

21/ SeeBellSouthTariffFCCNo. 1 TransmittalNo. 623, QwestTariffFCCNo. 1

TransmittalNo. 120, 17 FCCRcd6013,¶ 5 (2002)(“BellSouth/QwestTariff Order”). Indeed,to
beeligible for suchextraordinaryrecovery,thousands-blocknumberpoolingcostsmustsatisfy
each of three criteria. “First, only costs that would not have been incurred ‘but for’ thousands-
block number pooling areeligible forrecovery.Second,only costsincurred‘for theprovision
of’ thousands-block number pooling are eligible for recovery.Finally, only ‘new’ costsare
eligible for cost recovery.” ThirdNRO Order,¶ 43.
22/ SeeFCCInvestigationProducesLowerNumberPortability Chargesfor CustomersofU

S WestCommunications,Inc., NewsRelease,1999LEXIS 3656(rel. July 9, 1999).As aresultof
thatinvestigation,“the amountconsumerswill payfor local numberportability [was] reducedby
almost $900 million.” Id.
23/ ThirdNROOrder,¶ 42.

~‘ Seeid., ¶ 42.
25/ See,e.g.,BellSouthlQwestTarWOrder,¶ 10; SprintLocal TelephoneCompaniesTariff

FCCNo. 3 TransmittalNo. 192,WCB/PricingNo. 02-10,Order,DA 02-898,9[ 8 (rel. Apr. 18,
2002).
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original.26’ RatheithanrC~ãrdthe ILECs forrepeatedlyplacingtheonusonCommissionstaff
and other carriers to seekout theillegitimatecostclaimshiddenin theirtariffs, theConmiission
shouldsendtheILECsbackto thedrawingboardwith aclearmandateto follow both theletter
andspirit of thecostrecoveryrules. If theILECschooseonceagainto ignorethesedirectives,
thereis noreasonfor theCommissionto continueto maintainacostrecoverymechanismfor
number pooling. Rather,like everyothercarrier,ILECs shouldberesponsiblefor theirown
carrier-specificpoolingcosts.

NotwithstandingwhetherILECs arepermittedto recovertheircoststhroughaccess
chargesoran endusercharge,it remainsincumbentontheCommissionto reviewtheircost
recoverytariffs carefully. In theLNP context,the Commissionimplementedaline item
recoverymechanism,butalsotookthetime andeffort -- alongwith otherinterestedparties
(including AT&T) -- to investigateeachILEC tariff filedto ensurethat theywerenotrecovering
coststhatwerenotproperlyattributableto thedeploymentof LNP. As aresultof those
investigations,theCommissionwasableto saveconsumersenormoussumsofmoneyby
disallowingasubstantialnumberofsomeILECs’ purportedcosts.27” Evenin a line itemregime,
ILECs retaintheincentiveandtheability to harmcompetitionthroughexcessiverecovery.
Accordingly, the Commission should scrutinize the ILEC pooling tariffs to exclude illegitimate
cost claims regardless of whether access charges or line items areusedforrecovery.

26/ SeeBellSouthTelecommunications,Inc. TariffFCCNo. 1 TransmittalNo. 629,

WCBfPricingNo. 02-15,Order,DA 02-1100,¶ 8 (rel. May 10, 2002).
27/ See,e.g.,Long-TermNumberPortability TariffFilings, 14 FCCRcd 11883, ¶40 (1999)

(noting misapplication or disregard of cost recovery standard requiringdisallowancesto claimed
OSScosts); id. ¶ 67 (observingAmeritechunjustifiablyincludingsignalingandswitchingcosts
andPacificand SWBTincludingsuchcoststhatdid notmeetCommission’srequirements);id. ¶
95 (findingoverheadcostsclaimedby PacificandSWBTunreasonablyhigh);FCC Investigation
ProducesLowerNumberPortability Chargesfor CustomersofU S WestCommunications,Inc.,
NewsRelease,1999LEXIS 3656(rel.July 9, 1999).

10



Conclusion

Foryears,it hasbeenabasictenetofCongress’sandtheCommission’s
telecommunications policy that allowing subsidiesinto accesschargesimpairscompetitionand
ultimatelyharmsconsumers.While theCommissionmayhavebelievedthat strict adherenceto
this policy in thecontextof numberpoolingwasunnecessarybecausethecostsinvolvedwould
be inconsequential,therecently-filedILEC poolingtariffs havedemonstratedthattheagency’s
expectationswere,to saytheleast,optimistic. BellSouth,Qwest,andSprintareclaiming
enormouspoolingimplementationcosts,which,if acceptedby theCommission,havetheserious
potentialto impair theability of IXCs to servetheircustomers.SBCandVerizonhavenot
submittedtariffs yet, thoughthereis no reasonto believethattheircostclaimswill beanymore
legitimateoranylessexorbitant.Ratherthanimposeuntenableandanticompetitiveburdenson
thelongdistanceindustryandlong distanceconsumers,theCommissionshouldmovepooling
cost.recovery out of access charges andinto theexistingLNP line item. And, evenafterthat
step,it shouldcontinueto scrutinizetheILEC tariffs anddisallowrecoveryforthevastbulk of
their claimed pooling costs.
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